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% ^rnrf^ fr (tt ^ tt^ 

Tm sfrrttHT IT ^ (fspr 'tt Pram ^ ttrarr "r 

■flTrFr sn •FT ftIV wht ttrt |) iqm irrTr wt ^ »wgFr 
Wt % ^TftirT 'R M'AiH •ft FfRft' ^ I 

ppm 5fr if, ^ ^ •sn^ ^Pft irft 

Pm rHHP r Pai spff Sr if ^ ^ ^ ^ mr i 

( I) fiSr •Fffe 5TWWT: WTT ?RTOWr: fWT 
'FT RPF OTRT m ^ 'FRP % fmff ^ tmr Pptfr 
IRT ^ % fmff 5 T ^ TFPT wSfTW ^ 

WK pppff Tf TRttW ^ !RR ^rTTU’ 1 ^; OTTT 

( 2 ) Pm % RRT ^tt Tfk pRpm ^ & 'rrer if 
Prmr TmPrr iFrafr^f ittfr if mrR ftmr 'jrmr ^ ww Pm 
•FT RTF Pmr pif Pm Firr mfm Jf ftra% rtf ^ 

JT’FR tthTR PfHTT ttht ^ tjff iTprr if ^prfcr <ff ^ I 

^ ^TTTTFF ( 1) % w-'PlTp'f % Ppf) •RTTP FTTFR Ct RTF 
% sitPt Pmff % •m' if Fwr rfkt i tttjt Rfftspr 
•FT if ifr RTnm'T % Pm. mr Pttoto ( 1 ) ff «hiwtf Pmr 
•FTFT FTp RTHT tm^ii fPt PTFF FimrPFr TTjP?T Fp[FT 

% FraPT fW "PtmP(F Pr^rif Pm" ft 1 

•mr FTTF if TRFTFt RFFT TF^FTFt % RFTp^F Fp' 5 ( 1 TR 
P im F»ft FW # m ’>ff WTPFF ft ftmif WFFff FPFFT 

FmFTFT % Xt^FTpIFI FT SU'TMT iff FFpr % FftFR "R fVnrT 
P 5 ^ RF Rf WrpRT ft I PT FFF P mTpfpT FfmF P 5 T^ 
■ 5 HFTFf Flftr FPfrtFf ft: FFR^R ftr FTOTT R PftTF p jf RTF, 
FRRfc jk fPf^ P stfff trraTFf Fflr mf FfjfftF FFRrff ftr 
pFTTTT p mr FfF, fV FRFTFf WFFT FTFFTFf lf| Ppp TT sm 
FTF Rf frrfmr ft, fff ft^ft if Ff rf FmRf rtft 
F T i|F i- F f ftr FPmrF ftr RHir jm ni>iPiT rf 

^ I FHFpff RFFT FF[FTFf ft: RFtP^PF fPtRTR ftf ^ FTTp 
FRT FTF F PftP ■JF. Pf^P FFFF FTTtFR FFFT pF^ FFTTp^q- 
' tR-^H F RrFTRor if m Pft P RF fK -MMFIFf RTFT 

FPJFTFf ft: RFtP^PT FfrRRT P Tfftf&F fftfflFf FT RR fjfft 
FRT rtf 'rff RpR' ft I 

jfFFF TpF RTPr iFf FWT F^ FFRp ft pF Fif fpJRff 
FFT rffP ftT’ fmft: f^t Ff fPf ^ f# ft Pf rtf 

TRifR FF FFt fP RFFft ft, FTR iff PrIF? 26 RFT, 1976 ftf 
•FTR Tpr PfPf 27FfT 29 fftFRT, ] 976 ^ Fiff ft: RFTF FFTF 
FF FFPfF FRF FFTT mF •FTR ft I F^ FRR pFITTF ^ FTR 

piRiff fP fttPf Ffr ^ Ffk ftFtR i rifP, 1987 fP 
FT Rift: FTFrF RT«T iftP FTp •FTT^F FFf ft: tWf if Fwff ifPlT I 

sVff FTRTf if it Fffff Ff FTRT TIRTPif: RRFf if ^ 
FRR i^f FrPf FF PrftlF 91 pF ftipT fif FRR FR RFFf ft I 

if ’^F RTFT FT RFfP RTpf FTF RFT RFFT FF RFFTRT 
JTR pFT FFT j I 
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PrTTFFTFtF, 

TTWfF PfFTF Ff f^wff, 
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RfTFfftFj 

ijlp Fift STFTF FRP FF fPtF FTO gR ft fft: RFFTFf 3 flT 
FTt^FTFf % UFTTp^ FpRWF P ftw ft: pTFTpTJff ITTI 
FTR RF fP RFFR P >IFTT TFPT ft: pR^ ^P FTFnRf ffTTF 
RTRfTF: RHR FT W FRR PfFT RTT l TO FRTT Fp PRFT- 

^ft;— 

TTFF RtfrFF •pf FTFFR RFTfTF: TTSTTF H%IT Fp 
RTT 872 (^f) sipT 883(tT) ft: RJRT RRT ft: PtFIfP *FfeFp 

fP (rj^ftt tw Ri-pR ft: ftfP^P'P Ptfi) afiT rttt FTOferr 
PtFfP fP srFFTFl RFFT RlJFIFf ft: FfTOTRT P FTR 

FFR RF fP FR if ^ ftp ft: PfF ft I •T? ^ TFR ' 

RfffFF ft: ftfItfF fP (fP rtf ft: ftfPtf: Fiff ft) 3pT ms 
TTtJF Fr Pfa 'f P FFftF PmP (fin ft Ptftf ft: rbr ft 

RTF STTT FR Fftf RTTR :FnTT ft) RTF ETTT FFTF Fp F< 
FF^'-F ^P ft: RHR FT FFR •iP R?P ft I 

fftlTp ppm ft: Rirftr P, F^ ^ ftWR FFf FTT>]; ?PFf fPj 
Ptff PTwrPTftmr Rff P P Ffff ^ ft^ g;ff frfi ^; 

(1) ^P FF'fe FfFSR: WFt FFtFRT: fpFF ft: Rp P 
TJFF FF TTOF 8 RW FRp iff Fp RTF ft: PTFTpf iff RFFT 

pft RH TO ft: PTFTtP ftf ®ff ifF w TTKT RfPWT ft: ftfPtfP 
affr pTFflP fP FTTFFfTF: ^ FFTF FRFT ft, RFFT 

(2) Pm ft: ftif: ff tjrf; fPt PtfPr ff P rtf P 
fft:pf trPtf Pf^IttP ftfr P *ttfr Pfft fttr ft rfft Ptff 

FF RTFi fftFp ^ Ptff 3TTI ^fFF'. FTfro ft fpRft> T5TF: FF TOf 
RjlR RTFiT PfFT FTTTT ft apT Fp RTF P FFftF Pf ftf 1 

RF p 'TfRi'nif FFFT FT^JFTFf ft: RTRp^ FfrRRT 
p JTTR Rp FFFT fP RF Ff FTlfTO ft PtoP TORFf RFFT 
FT^mf ft: 'f^rfpF: ft TOFTST fP FTFra ft: RRT ft fFRTTf 
P 5^ RF Pf FTtPRI ft I TO RF P FTRTp ^'F FpIFsifF P F^FP 
TTORpf Pfr FIiJFPf ft: FFRptT: ft: RRT FT fFRTF P RF. 

FRTf^!^ FfmF P F^ FTrRpf PVt :3FP PPfsW SFRFTf ft: 

fTOj:; P RF RF, Pfr FTRFTpf RTFT FTTOlPf fP PfPV FT FTR 
RF Pr UTtfP^F ft, Rft'F RfP P F^ RF TOFTpf RTR 
FiFFiPf ft: RFrV^^fF FfTOTTTF ft: RTF RR gf STPPtF: RF 

^ 1 TORPt FTFFT FT^Pt P FRTpiffF FfTOrRT P ftfp FfPf 

RF p Pf::P '55' F:(TtFTT RFFT pFFp fPT- 

■^fisffF FffRRF FfpFTTF P RF PP P RF PfT 'TOFlPf 
RFFT FTFRpf ft: RTTr^ftF FiTO-IFF P psifTO fPfRff FT F(R 
^ FTFT RFF Fp Rf'RT ft I 

Fj ^fia: fttP S'^ wm gPA ft fft: fiffP fbTOf pf^ 

Ff FWT-fsR'^if TrIf: 26 FFRT, 1976 ft: FRT Pfr fcrfFT 
27 FR 29 ftRFT, 1 97 6 ft: Fpf ft: FrFrF-FRF Pf ppffFF 

^ ftr, PfPf FTRPf ft: PfF tPm FF FRT ft I F? F^T 

RiSf Rpft® p ^ ^FfP), 19 R 7 Ft FT 

^Fft: FURP RTR ^ RP gpRlf FfI P PPf P F'Rpf flFT 1 
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MINISTRY OF FINANCE 
(Department of Revenue) 

(Foreign Tax Division) 
NOTIFICATION 
New Delhi, the 15th June, 1989 
Income-Tax 

G.S.R. 626(E).—Whereas the annexed Agreement 
through exchange of letters between the Government 
of India and the Government of the United States 
of America for the avoidance of double taxation 
of income of enterprises operating ships and aircraft 
has entered into force on the 12th April, 1989, the 
date ofsignaturethereonbythe Contracting States; 

Now, therefore, in exercise of the powers conferred 
by section 90 ofthe Income-tax Act, 1961 (43 of 1961), 
the Central Govermiient hereby directs that all the 
provisions of the said Agreement shall be given effect 
to in the Union of India. 

Annexure (the letters exchanged to be inierted 
here) 

[F. No. 501/3/86-FTD(Notiacatlon No. 8391)] 
P.K. APPACHOO, Jt. Secy. 

ANNEXURE 

Embassy of the United State s 
of America ^ 
New Delhi, 
April 12,1989 

Excellency, 

Ihavethehonourtopropo.se that the Government 
of the United States of America and the Government 
of Indiaconclndoanagreement to exempt fromincome 
tax, on a reciprocal basis, income derived by resi¬ 
dents of the other country from the international 
operation of ships and aircraft. The terms of the 
Agreement arc as follows : 

The Government ofthe United States of America, 
in accordance with .section 872(b) and 883(a) of the 
Internal Revenue Code, agrees to exempt from 


tax gross income derived fromthe international opera¬ 
tion of ships or aircraft by individuals who are resi¬ 
dents of India (other than U.S. citizens) and corpo a 
tions organized in India. This exemption is gran ;1 
on the basis of equivalent exemptions granted by 
India to citizens of the United States (who are not 
residents of India) and to corporations organized 
in the Umted States (which are not subject to tax by 
India on the basis of residence). 

In the case of a corporation, the exemption shall 
apply only if the corporation meets either of the 
following conditions : 

(1) More than 50 percent of the value of the 
corporation’s stock is owned, directly or 
indirectly, by individuals who are residents 
of India or of another country which grants 
a reciprocal exemption to U.S. citizens and 
corporations, or 

(2) the corporation’s stock is primarily and 
regularly traded on an established secu¬ 
rities market in India or i.s wholly owned by 
a corporation whose stock is so traded and 
is also organi/^eJ in India. 

For purposes of .sub-paragraph (1), the Govern¬ 
ment of India will bo treated as an individual roddent 
of India. For purposes of the exemption from U.S. 
tax,sub-paragraph(l) willb; eonsi.l5reJ tobesatisheJ 
if the corporation is a “controlled foreign corpora¬ 
tion” under the Internal Revenue Code. 

Gross income includes all incoin) derive! from 
the international operation of ships or aircraft, 
including income from the rental of ships 
or aircraft on a full (time or voyage) 
basis. It also includes income from the rental on 
a bareboat basis of ships and aircraft used in inter¬ 
national transport, income from the rental of con¬ 
tainers and related equipment used in interriational 
transport, and gain on the disposition of ships or 
aircraft, provided in each case that the income is 
incidental to the international operation of .ships or 
aircraft. Gross income from the international opera¬ 
tion of ships ar aircraft also includes income derived 
from participation in a pool, a joint business, or an 
international operating agency and interest on funds 
connected with the international operation of ships 
or aircraft. 

The Government of the United States of America 
considers that this Note, together with your reply 
Note confirming that the Government of India agrees 
to these terms, constitutes an agreement ammding the 
agreement of November 26, 1976 and the exchange of 
letters of December 27 and 29,1976. This agreement 
shall enter into force on the date of your reply Note 
and shall have effect with respect to taxable years 
beginning on or after January 1,1987. 



4 


Tl-IE GAZETTE OF INDIA: EXTRAORDINARY (Part II— Sec. 3(i)] 


Either government may terminate tins agLcemenl 
by giMng written notice ol'termination tliroughdiplo 
matic channels. 

I avail myself orthis opportunity to renew to Your 
Excellency the assurances of my highest considera¬ 
tion. 

JOHN R. HUBBARD, Ambassador 

His Excellency 
Dr. N.K. Sengupta 
Secretary (Revenue) 

Ministry of Finance 
Government of India 

Government of India 
Ministry of Finance 
Department of Revenue 
New Delhi 
April 12, 1989 

Excellency, 

I have the honour to acknowledge receipt of your 
Note of today’s date proposing the terms of a reci¬ 
procal exemption from income tax of income derived 
fromtheinternationaloperatioiiofships and aircraft. 

The Government of India agrees to exempt from 
income tax grossincomederivedfromthc international 
operation of ships or aircraft by U.S. citizens (who 
are not residents of India) and corporations organized 
in the United States (other than corporations which 
are subject to tax by India on the basis of residence). 

In the case of a corporation, the e.xeniption shall 
apply only if the corporation meets either of the 
following conditions ; 

(1) More than 50 percent of the value of the 
corporation’s stock is owned, directly or indi¬ 
rectly, by individuals who arc citizens of the 
United States or residents of another country 
which grants a reciprocal exemption to Indian 
residents and corporations or 


(2) riic corporatioiiA slock is primarily and 
regularly traded on an established securities 
market in tlie United States, or is wholly 
owned by a corporation whose stock is so 
traded and which is also organized in the 
United States.- 

Gross income includes all iucomc derived from 
the interuation.al operation of ships or aircraft, in¬ 
cluding income from the lontal of ship, or aircraft 
on a full (time or voyage) basis. It aKa includes 
income from the rental on a bareb.iat basis of ships 
and aircraft used in iuteniational transport, iiicorae 
from the rental of containers and related cquipinont 
used ill international transport, and gain on the dis¬ 
position of ships or aircraft, provided in each case 
that the income is incidental to the international opera¬ 
tion of ships or aircraft. Gross income from the 
international operation of ships or airciaft also in¬ 
cludes iucomc derived from participation in a pool, 
a joint business, or an international operating agency 
and interest on funds connected with the international 
operation of ships or aircraft. 

I am pleased to confirm that Your Excellency's 
Note and this reply Note constitute an agreement 
between the two governments amending the agree¬ 
ment of November 26, 1976 and the exchange of 
letters ofDecember 27 and 29,1976. This agreement 
shall enter into force on today’s date and shall have 
effect with respect to previous years beginning on or 
after January 1, 1987. 

Either government may terminate this agreement 
by giving written notice of termination through dip¬ 
lomatic channels. 

I avail myself of this opportunitvto renewto Your 
Excellency the assurances of my highest considera¬ 
tion. 

N.K. SENGUPTA, Secy. 

(Revenue) 

His Excellcucy 

Dr. John R. Hubbard 

Ambassador 

United States Embassy 

New Delhi 
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